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In :::eir respecive Exce;;tions to the Proposal for Decision CPFD"), the CJ:7'_"7'~55:0i:: Star:

~" . T&~ C ., "\(: h' I (" \T&T") d h . -,("Star: ) a::c A . 1 OrL:':UfDC2..::0ns ot . uC lIgan, nco .""1.' note t at ce~.:..::: or :r:e

AdminiStrative Law Judge's C·.ALI') rincings or conclusions in his PFD \.\'ere incorrect be~2.use they

COnIlic~ed with the express pro\-isions and intent of the Federal Te!ecoi7lIT1unications .A.c: or" : 996

("FTA") and wit~ the Federal COlml1unications Commission's ("FCC") recently iss~e: ~<ot::e of

Proposed R~je~aKing ("~-PR..\[') regarding implementation 2.:1C eruorcemem of t::e s~:-eg".:::.r:s

. ", . ..., - , , ... -... ., FT \ l I . E . S ~ "T • • .contameC Li1 ~ec:lons _ / , anc _ ,_ or ""ll~ ."'-. nits xceptlons, tar: states tna! tTIe .~J er:ec in

concluding that a joint market~ig a..-rar:gement ber\veen Ameritech Commur~cations, Inc. (.. ACr') 2.nd

A.Iner.t~h \!::ic~jga.n is not a \-iable opion for ACT as opposed to obtaining a license :0 :=ro\.'\':e Jasic

lIn the \f2.rter oflmplerr.e:m.::on of the Non-Accounting Safeguards of Sections :71 ?f:d :-:-:
of the Cornmunications Act of 193~, as amended; and Regulatory Treatment of LEC Provision of
i.r:terex:~::.r:ge Sel"'.ices Origir.ati.'1g ~i the LEe's Local Exchange :~.rea. CC Docket '\"0 96-: .19, Jt.:ly
18,1996.



loca'l exchange service to offer "one stop shopping" bundled telecommunication services. St<L.'1

argued that Congress, in enacting the FT.\ envisioned joint marketing with respect to basic local

exchange and interLATA services and not integrated marketing as proposed by ACI Staff also

a:-gued that its position '",,;tn respec: to joint rr.arket:ng is further suppor:ed by the recent \?R...\f

issued by the FCC on July 18, 1996, w~ch again focuses on joint marketing as opposed to integrated

rnarketir.g as proposed by ACI. Staff correctly argued in its Exceptions that the intent of t~e FTA

which see:-:-:s to be confirmed by the FCC in its l',l'R...vf, is to prevent Bell Operating Cor.~a:"'ties

("30C") from ~T,proper;y 'Js;':-:g t:-:eir r7:2..:"ket power in the local exchange rr.arke: aga;nst cor.petitors

in the imerLATA tetecofr.JTi.unications ser-.ices market, and thus does not envision i:1teg:-ated

marketing by BOCs .-\.C1' s request :or a license for basic local exchange to prov1ce ir,teg:-ated

marke::"'"'}g as "one stap s~opping" there:cre mig..1t be cirectly contrary to Congress' legis]a:l\'e ir::er:t.

In its Exce;Jtions. AT&T 2o:so re:erenced the "\1'R.\,f issued by the FCC to demar.strate ·... hy

is ho\,,- grcr.t!:lg ACT a license to pro\~de basic local exchange service will impact the market for all

telecommunication ser.... ices As pormed out by TCG Detroit in its Exceptions, as well :.s other

ir:ter-.'eflors ar:c StaE: tr:e AlJ erred bv basing his recommendation to gram ACI a license :0 'Jro\~ce.. - - .

JaS1C local exc~,2.~ge se;\ice en ,::e impact it \veuld have on the market for all telecom.rr.ci.ic.:::.:ie::s

se:"\-ices, ir.c;,-,Cir;g ~ire:L-\TA lcr:g cisrl:"lce, and by doing so improperly exceeded the scope of :~~5

proceeding. As noted 'cy AT&T a: page i of its exce;:Jtions, Congress determined that the FCC. ar.c

not sr3.te commissions. have :'L::~,or:t': to detemline the oublic ir.terest in the inte:-L.-\TA :::ar:':e:

Recog:lizing that the FCC issued ;:s "\1'R...\1 on hiy 18, 1996, the same day on which the :~U issuec

his PFD in this case, :: would i.Ot be e:itirely fair to say that the AU erred '::v not cor.s;cer-::-::;;: ::-.e. - -



~-PR..\"f when he issued hlS PFD in making his findings as to the pU::ilC interest In this proceedir:g

However, the FCC's :-"PR..\1 merely crystallized what already seemed to be clear from the FT.-\, that

state corr..missions could not ma~e determinatIons on their own as to the public interest \..itn respect

:0 all :e:C«()r;"JT.I..:nic.:.t:ons services. especially interLATA service. In making its findings w:t!": respect

:0 ACL application t'or a license in this case, the Commission shou:d take into consi-::era:icn t;-.e

FCC's recent :-?R..\l and should reject ACI's request for a license to provide basic locai e\cna"ge

service in this C3.se.

11 his Exceptions, the Artor.;ey General raised an interesting point which bears repeating ai.a

';"hicn the Commission shouid keep in mind when assessing ACI's application for a :icense in t:-~s

case Tr.e At:cr.:e:. Ger;eral a];',.;cec :0 criminal proceedings in whic:: pr.or bad acts is i;;ac:7llssicle

to prove presem ccn'::.:ct, but a!'gl:eC that in t~e context of this contested case the COrT.r:',iss;cr: s~,O\,;\:

consider :\.:T,e:-:tec;;" s past cor:ccc in cetermir~ng whether the pdlic interest wOllie be ser-. ec. :y

granting ACI a !ice;,;se in this case. Although the ALJ in his PFD recogr.ized that :~.;T:e;jtech· S

conduct here:oIore :-:2.5 beer! '·less :ha:: -:\e:-:-:plary," he nevertheless cc:~tended that i: is :':fJeasor.aole

to assume ACI or its affiliates would violate express provisions of the law c:-os.::-:~ir,2 2.r:::-, -

competitive cone:.:.:: T~,e ..:..if S ::;;:::1nQ: is t:-oubiinlZ since s:att.::orv proscri:'tior.s a22.1ns: 2,:-.::-- - ".-

com~etitive .:or.cuct have alre2cy existed and A.meritech has violate::: :;;em. The e\'ic-:nce ;resen:e:

~, tbs case :-,a5 orjy rea.flirmed this ccr.ce:-n. Given Ameritech's history, it is unreasonabk :e ;::ere;y

rely upon promises of compiiar,ce wi::: s:an.:tory restrictions wr:en ..l._-:1eritech has sho\),7: :::2.: it has

r:ot dene so alre::.dy. The potential r-.a.~ against competitors and cor.s:'::Tlers is too signi::car:t to :-e;y

on this blir:d :aith ::-.a: .-\..'TIeritech \;;i:1 nov" contrary to its history, conduct itseif properly and i;-,



compiiance with the law. The Commission should therefore reject ACI's application for a jicense

to pro\ide basic locai exchange ser,lce

Respectfully submitted, .

TCG Detroit, Ir:c

By Its Attorneys
CLARK l-ID.L PJr.C--, ./ /',
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Douglas W T~at2.ris

233 S. Wacker Dr., Ste. 21 CO
Chicago, IL 60606
(312) 705-93:9

Dated: AugJst 5, 1996
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Ms. Donna Caton
Chief Clerk
Illinois Commerce Commission
527 East Capitol street
P.O. Box 19280
Springfield, Illinois 62794-9280

Re: Ill. C.C. Docket 96-0404

Dear Ms. Caton:

By

commission
Counsel
street

60601

l.-
I

Counsel for the Staff of the
Illinois Commerce Commission

GDR/bjm
cc: Service list (w/encls.)

160 North LaSalle Street, Suite C-SCC, Chicago, Illinois 6060'·3' 04
Telephone (312] 793-2877 Fax (312] 793-1556 TOO (~VrrTY·l [3'2] 814·5845



STATE OF ILLINOIS
ILLINOIS COMMERCE COMMISSION

ILLINOIS COMMERCE COMMMISSION
On Its own Motion

96-0404
Investigation concerning Illinois Bell
Telephone Company's compliance with
Section 271(c) of the Telecommunications
Act of 1996

NOTICE OF FILING

. Darryl
Illinois' erce Commission
Office of General Counsel
160 North LaSalle Street
Suite C-800
Chicago, Illinois 60601
(312) 793-2877

YOU ARE HEREBY NOTIFIED that I have, on this 7th .>;lay of
January, 1997, forwarded to the Chief Clerk of the Il:'linois
Commerce Commission, for filing in the above-captioned docket, the
"Supplemental Rebuttal Testimony of the~ff of the Il.linois
Commerce Commission" I copies of which ar " er by ~v up~m you.

. .. / &.1 \
A/l 1/ i

CERTIFICATE OF SERVICE
/'"

I HEREBY CERTIFY that copies of the foregoing Notice, together
VI i th the documents referred to therein, w.ere served upon;' the
parties on the attached Service List, by fi,ist:-class mail, proper
postage prepaid Chicago, Illinois, on this 'th day of Janua~y, 1997
or by hand-delivery on January 7, 1997. I' .. /' j

a· /(
/ '//: /

/, /

~ / I ! /L/
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Q. ?lease s:a:e yQ~r name a~d business address.

2 A. My name is Charlotte F. TerKeurst and my business address ~s

3 527 East Capi~ol Ave~ue, Springfield, Illinois.

Q. Are you the same Charlot~e F. TerKeurst who filed d~rect and

5 rebuttal testimony in this proceeding?

6

7

A.

Q.

Yes, I am.

What ~s the purpose of your supplemental rebuttal testimony

S in ttis proceeding?

A. I address several issues raised by !llinois Bell Telephone

10 Corr~pany ("Ameri':.ec~ Illinois" 8r "AI") in its rebuttal and

11 supplemental rebuttal filings. I update the status of

12 negotiations between new entrants and Ameritech Illinois. In

13 addition, I address whether certain new carriers provide

14 telephone exchange service to residential customers and whether

15 they are predominantly facilities-based, as required by Section

:5 271 (c) (1) (A) of the federal Telecommunications Act of 1996 (I'the

17 1996 Act"). I address Ameritech Illinois' proposed Statement of

18 Generally Available Terms (" SGAT" or "General Statement") .

19 Finally, I address the role of most favored nation ("MFN")

20 clauses and other factors relevant in assessing checklist

21 compliance.

22 For consistency, my supplemental rebuttal testimony follows

23 the basic outline used in my cirect and rebuttal testimony

24 submitted previously (ICC Staff Exhibits 1.00 and 1.01).

1



2 Q. Wha~ :s the s~a~ec p~rpose 0: Ameritech Illinois'

3 s~pplemental reb~ttal testimony?

"n. . Ameritech Illinois witness David H. Gebharct states that t~e

5 purpose of the s~pplemental rebuttal testimony is to provide

6 additional inforr:1ation req~ested by Staff (AI Ex. 1.2 at l) .

7 Q. What is your general view of Ameritech Illinois'

8 supplemental rebuttal testimony, considering Mr. Geb~arc:'s

9 sta~e~ent 0: the p~rpose of the testimony?

:.0 A. Ameri:ech Illinois' supplemental rebuttal testi~ony does

~~ provide certain additional information t~at Staff recommended be

12 required before the Commission determines the extent to which

13 Ameritech Illinois has complied with the requirements in Section

14 271 of t~e 1996 rict. It also updates the-information co reflect

15 several developments since Ameritech Illinois' prior filings.

16 I want to emphasize that the concerns expressed in Staff's

17 direct and rebuttal testimony were not just that inadequate

18 information had been submitted. Alt~ough Staff pointed out that

19 necessary information was missing, the main thrust of Staff's

20 testimony was that Ameritech Illinois' local market had not, and

21 still has not, been opened to competition to the extent required

22 by Section 271. It is clear that no amount of additional

23 information can cure this deficiency at present.

24 While saying this, r recognize that significant progress has

25 been made since Ameritech Illinois' initial filings in this

2
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pr-oceeding. Indeed, I provide infor~atio~ :~ this suoD:e~e~:~l

2 rebuttal testimony regarding events that have occur-red a::er

3 Arneritech Illinois' supplemental rebuttal testimony was ::led.

4 However, Staff co~:i~ues to conclude that A~eritech Illi~ois has

5 not yet met the full Section 271 requirements. Further

6 developments are needed before it can be determined that the

7 Section 271 conditions have been met.

8 The "Mix and Match" Issue

9 Q. ?lease respc~c :0 A8eritech Illinois' position that a Boe

10 may satisfy the "residential and business" requirement in Section

11 271 (c) (1) (A) through one competitor operar::i~g in the residential

12 market and another oper-ati~g in the business market. AI Reply

13 Memorandum at 15.

14 A. Ameritech Illinois set out this posicion In response :0 my

15 statement that "an agr-eement with a competing provider shc~ld be

16 usable to satisfy Section 271(c) only if the provider already has

both residential and business customers."17

18 7.

ICC Staff Ex. :.00 at

I am not aware of any policy reasons for requiring that a

19 single competitor serve both residential and business c~stomers,

20 instead of one competitor serving the residential market and

21 another competitor serving the business market. ~y statement was

22 made in the context that some existing carriers are currently

23 serving only business customers and that there are not comparacle

24 carriers serving only residential customers. It is my

25 understanding that, in order for Ameritech Illinois to be deemed

3
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1 to provide a::--. i'::.em i:-:. t~.e SectiO:1 2/1 (c) (2) (8) access a"d

2 interconnecti8n checklist, it must p~ovide the item to at least

3 one predominantly facilities-based ca~rier, and both residential

4 and business c'J.stomers must be served by the carrier (s). Staff

5 plans to address during the briefi:1g stage of this proceeding

6 whether, from a legal perspective, Ameritech Illinois' position

7 that one carrier serving residential customers and another

8 carrier serving business customers can be used to meet this

9 requirement is consistent with Section 271(c) (1) (A).

10

11 The Terms "E'rovide" and "Is Providi:lO"

12 Q. Has Ameritech I~~inois responded to your conclusion that the

13 most reasonable interpretation of the term "is providing" in

In its Reply Memorandum, Ameritech Illinois states

14

15

16

17

18

19

20

21

22

23

24

25

26

Section 271 (c) (1) (A) is that Ameritech Illinois must actually

furnish the access and interconnection (ICC Staff Ex. 1.00 at

15)?

A. Yes.

that "Staff appears to agree with Ameritech Illinois with respect

to the proper interpretation of the statutory requirement that a

Boe be 'providing' access and interconnection under the agreement

on which it bases its Section 271 application." Ameritech

Illinois then cites, in apparent agreement, my testimony that the

Boe "must actually furnish the access and interconnection." AI

Reply Memorandum at 1-2.

In response, I note, first, that I was not offering a legal

interpretation of the 1996 Act, and, second, that it does not

4



1 appear ~~a~ Staff and ~~eritech Illi~ois agree in tctal. While

2 ::: believe t~at significant differences

3 still re~ain.

Ameritech asserts that I took out of cc~text its position

5 that "a !:iOC will satisfy the requirements of Section 271 (c) (1) (A)

6 as soon as it has entered into 'one or more binding agreements'

7 for interconnection" (emphasis added). Ameritech Illinois

8 pointed o~t tha: the cited quote is from its answer to the

9 Commissio~'s q~estion 3, and stated that it addressed the meani~g

:0 0: "providing access a~d interconnection" i:1 its respo~ses to t::e

11 Commission's questio~s 12 and 13. AI Reply Memorandum at 2, ftn.

12 1.

13 Ameritech Illinois and I can quibble about whether I read

14 its answer to question 3 out of context; the answer says what it

15 says. However, ::: still disagree with Ameritech Illinois, based

16 en ether statements it has made, about whether it is reasonable

17 to find that the track A requirements may be met by portions ef

18 an agreement that are not being exercised. In its response to

19 question 12, .~meritech Illinois states, "a BOC satisfies Section

20 271(c)(2)(B)'s requirement that it 'provide' the 'checklist'

21 items when it makes a 'checklist' item available, altr-ough no

22 competitor decides to take it." AI Legal Memerandum at 20.

23 Similarly, Ameritech Illinois' answer to question 13 states, "the

24 critical ractor in terms of the satisfaction by a Boe of the

25 'competitive checklist' in Section 271 (c) (2) (3) is that the

26 'checklist {terns' are immediately available to ccmpeti~g

5



p~ovide~s 8: loca: ~xc~a~se service, even if they are ~ot

2 actually taKing one C~ so~e items because they have no need for

3 them or ocherwise ;~e:er ~ot to take them from Ameritech

4 Illinois." AI Leoal !leso~andum at 23, emphasis i::. o~iginal.

5

6

7
8
9

10

:'2
:'3
:4
15
16

Consistent with che Legal Memorandum, Mr. Gebhardt states in

his rebuttal testimony that:

any interconnec~ion arrangements or other checklist items
which [Ameritec~ Illinois] is providing to a carrier that
satisfies t:-.e so-called "Track A" provisions of the Act must
be in place and operational. Additionally, all remaining
checklist i:e~[s] must be available to such carrier and
Americech Illinois must have fully implemented them in the
event such carrier wishes :0 obtain access to them. I do
not agree, hcweve~, ~hat the extensive, post-implementation
"operational ~esti:,~g" which the IXCs call for is necessary
or warranted. AI Ex. 1.1 at 6-7.

17 Mr. Gebhardt's posicion is consistent with the Reply Memorandum's

18 assertion that:

19 Ameritech Illinois' agreements with MFS and CCT satisfy the
20 "is provid:"ng II requirement of SectioIi 271 (c) (l) (A) because
21 under those agreements Ameritech Illinois (1) is actually
22 furnishing to MFS and CCT all of "the items included in the
23 checklist" ::-:at they "have requested" and (2) is making
24 immediately available through the agreements and a General
25 Statement all add:"tional checklist items that MFS and CCT
26 have not spec:"fically asked to purchase. AI Reply
27 Memorandum at 2-3.

28 I continue to recommend that Ameritech Illinois should be

29 found to meet tl:e t:::-ack A requirement that it "is providing"

30 access and interconnect:"on only if the item in question :"5 being

31 provided on a commercial basis and the competing carrier is

32 obtaining, using, and (where relevant) paying for the checklist

33 item. ICC Staff ~x. 1.01 at 9. As I discussed in my direct

34 testimony, an agreement may contain language providing for

35 checklist items on ~erms and conditions which do not meet the

6



1 requ~r2~ents set forch in t~e 1996 Act. ~~e r.ew er.trar.~ ~ay ~ave

2 agreec to such terms as a trade-off to obtain more favorab~e

3 terms on anotter ?rovis~on or because it did not serio~s:y plan

4 to use t~ose services. See ICC Staff Ex. 1.00 at 16. 3eca~se a

5 connec~ing carrler may not have sought or desired the most

6 reasonable terms for such items, those portions of an agreement

7 shou:d r.ot be considered in determining track A compliance. This

8 policy is best achieved by my recommendation that the CO~2~SSlon

9 only consider those items which the competing carrier is

10 obtaining, ~sing, and (where relevant) paying for.

11 Sec:~:)D 271 (0) (1) (.~)

12 Q. !n your direct testimony, you described the status of

13 negotiations between new entrants and Ameritech Illinois. ?2.ease

14 update this information.

15 A. The Commission has approved negociated agreements between

16 Ameritech Illinois and the following carriers:

17

18

19
20

21
22

23

Southwestern Bell :1obi2.e Systems ("SBMS"--Docket 96 !"A-JOl)

MFS Intelenet of Illinois, Inc. ("MFS"--Docket 96 N.'\-002)

WinS tar Telecommunications, Inc. ("Winstar" - -Docket 96 NA
003)

Consolidated Communicatior.s Telecom Services, Ir.c. ( "CCT" or
"CCTS"--Docket 96 NA-005)

Commission review of the following negotiated agreements is

24 pending:

25 Focal Communications CorDoration (Docket 96 NA-006)

7



2
3

4
5
6
7
8
9

10

~as:e~~ ~issou~i Cellular :i~ited P3~:ne~ship, Miss8~~i

8 Limited ?a~tnership, a~d Missou~i :1/12 Limited
Partnership (Docke~ 96 NA-J07)

Southweste~n Bell ~obile Systems, Inc.; SBMS Cellular
Telecommunica~ions 3loomi~gt8n, Inc.; Champaign Cell~elCo,

Inc.; Decatur Cellular Telephone Company, Inc.; SBMS
Cell~lar ~e:ecommunicaticns Springfield, Inc.; and
Texas/Illinois Cellular Limited Partnership (Docket 96 NA
008)

The Commission has issued Orders in arbitration proceedings

11 involving Ameri:ech Illinois and the following carriers:

12 Teleport C8rnmunicat.ions Gro\.:p, I:1c. ("TCG"--Docke: 96 l-.3
00l)

:.5
AT&T C8mmu:1icaticns
003/004)

of ("AT&T" - -Docket 96

16

17

1'-lCI Telecomm\.::1ications Corporation ("MCI"--Docker. 96 l-.3-006\

One arbitration docket is pending involving Ameritech

18 Illinois: Sprint Communications (Docket. g6 AS-OOS), with a

19 statu~ory deadline of January 15, 1997. On December 20, 1996,

20 TCI Telephony Services of Illinois, I:-.c. ("TCI") filed a Reques:

21 for Dismissal in Docket 96 A3-010} indicat.ing that TCI and

22 Ameritech Illinois have reached a negotiated agreement which they

23 will file for approval.

24 Agreements that combine arbitrated issues and negctia:ed

25 issues have been submitted for approval by Arnerit.ech Illinois ana

26 the following carriers:

27 AT&T (Docket 96 AA-OOl)

28 TCG (Docket 96 &~-002)

8



Commissio:1

2 10,1997.

ac::l.O" ::~ese dockets is a:1ticipated

3 To my know~edse, Ameritech Illinois has not entered i:1to

4 agreements wit~ any of the other ten carriers that Ameri::ech

5 Illinois reported have requested negotiatio:1 (ICC Staff ~x. 1.00

6 at 22-23). Ameritech Illinois has not indicated whet~er

7 additional carriers have requested negotiation since Noverrber.

8 Q. Has Ameritech Illinois provided additional informati~:1

9 regardi~g its i~::erconnectio:1 agreements?

10 A. In my rebu::::al testimony, I recommended that Ameritech

11 Illinois be instructed to provide additional information fer eac~

12 interconnection agreement upon which it plans to rely in its

13 application to t~'1e Federal Communications Commission (" :'CC") fo:-

14 interLATA ,. &
re.l.le~. ICC Staff Ex. 1.01 at 14-15. In respor:se,

15 Ameritech Illinois provided additional i:1for~ation for C~.l.y tnree

16 carriers: 7CG, M:'S, and CCT. As noted above, the MFS and CCT

:7 agreements have ~een approved and Commissio~ considera::ion of the

18 TCG agreement is expected later this week.

19

20 Q. Please assess whether, consistent with Section 271 (0) (1) (A) ,

21 TCG, MFS, and CCT are providers of telephone exchange service to

22 residential and business subscribers.

23 A. Ameritech Illinois states that it does not know whether TCG

24 is providing service to residential customers. AI Ex. 2.2,

25 Schedule 1 at l. While TCG has not filed testimony in

9
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2. proceeding, it ir.dica:ed in response to a Staff data req~est

2 it provides Dusiness exchange service but does not provide

3 residential exchange service. TCG Response to Staff Data Reques~

4 1, and ICC Staff Ex. 2.01. Based on the information orovided by

5 TCG, and consist.ent wit~. my testimony on t.he "mix and match"

6 issue, it appears inappropriate for Ameritech Illinois to rely on

7 TCG's operations in an interLATA application.

8 Ameritech Illinois states that it believes that MFS provides

9 t.elephone exchange service to residential and business

:0 subscribers. AI Ex. 2.2, Schedule 1 at 1. However, it does not

11 provide any support for this stateQent. MFS witness Ruth F.

12 Durbin states that M?S provides business exchange service but

13 does not have any residential customers subscribing to its local

14 exchange service. Durbin Direct Testimony at 20. In light of

15 this contradictory information, I recently submitted additional

16 data requests to both Ameritech Illinois and MFS in an at.tempt to

17 resolve this issue. : plan to make any responses available to

18 the Commission upon receipt.

19 Ameritech Illinois states that it believes that CCT provides

20 telephone exchange service to both residential and business

21 customers (AI Ex. 2.2, Schedule 1 at 1), and Consolidated

22 Communications' witness agrees (CCI Ex. 1 at 5).1 Unless it is

23 lScott A. Jennings submitted testimony on behalf of
24 Consolidated Communications Inc. ("CCr"), the parent company of
2S Consolidated Communications Telecom Services Inc. He refers to
26 Consolidated Communications Telecom Services Inc. as CCTS,
27 whereas Ameritech Illinois uses the acronym CCT. ~ use the ter~

28 CCT.

10



ccnf:r~ed t~at M?S ~s p~ovidins :e~eDho~e exchange serv:~~ :8

2 reside~tial customers, CC7 may ce the only carrier upon which

3 Ameritech Illinois should base -.,c:. •• interLA~A application.

4 Q. Wha~ position has Ameritech Illinois taken in its recuctal

5 and supplemental rebuttal filings regarding which carriers should

6 be considered to be predominantly facilities-based for purposes

7 of Sectio:-:. 271 (c) (2.) (A)?

8 A. :~ its Reply ~e~orandum, Ameritech Illinois conti~~es to

9 assert t~at leased network elements constituce a compet::or's

10 "own" facilities fer purposes 0: c~,e "facilities-based

11 C8mpet:":'o~1I requirement :'n Sect:'on 271 (c) (l) (A). AI Reply

12 Memorandu~ at 7-10. Mr. Gebhard: states that, from a pOlICY

13 perspecti'le, any definition of "predomina~tly" must not ce based

14 on cost, but rather on the functional and-revenue-generati~g

15 importa~ce of the facilities to the competi~or. He asserts that,

16 although central office investment represents only 39% 0:
17 Ameritech Illinois' network, it is competitively the most

18 significant and is the "profit center" for local excnange

19 service. AI Ex. 1.1 at 13-14.

20 In his supplemental rebuttal testimony, Mr. Gebhardt

21 suggests how the Commission could apply a net revenue test, such

22 as suggested by MCr, if it concludes that a net reven~e t2st is

23 required by the Act. Mr. Gebhardt states that it would te

24 reasonable for the Commission to establish a rebuttable

25 presumption that any new LEC which provides service using its own

11



1 switch wl~l satisfy a 50% ~e~ reve~U2 test. Mr. Gebhardt then

concludes t~at it would be reasonable ~o apply this presumptio~2

3 to MFS, TCG, and CCT. AI :::'x. 1.2 at 3-10.

4

5

6

7

8

Q. Please respond to Amer~tech's statements.

A. I addressed the treatment of unbundled network elements i~

my direct and rebuttal testimony (ICC Staff Ex. 1.00 at 26-30 and

ICC Stat f Ex. 1.0:' at l:' -12). Ameri :ech Illinois has presented

no new evidence that a competing carrier has enoug~ control over

9 an Ameritech Illinois u~bundled network element for the element

10 to be classified as the co~peting carrier's facility.

11 The nec revenue analyses that Xr. Gebhardt provided are

12 informative. Mr. Gebhardt provided details in response to a

13 Staff data request that supported his methodology and results.

14 However, as I already pointed out, a net revenue test may be of

15 limited value in determining the extent to which a carrier is

16 facilities-based. This test assesses the "value added" by the

17 competitor, whether through its facilities, marketing, retail

18 functions or other means. ICC Staff 2x. 1.01 at 12-13. This

19 approach doesn't accurately compare the portion of revenues due

20 to other carriers' facilities and the portion due to the new

21 entrant's facilities. As a result, more direct measures of

22 whether a carrier is predominantly fac~lities-based should be

23 used to the extent possible.

12



1 Q. Please res£Jond to Mr. Gebhardt's stater:1el:.'C that, ".,.- .... wou;":::

2 be my expectatic~ that switched-based competitors will rely

3 primarily on their swi:ch to provide service to customers and

4 will use resale primarily to fill In service gaps for a multi-

5 location customer." AI Ex. 1.2 at 7.

6 A. While some switch-based carriers may follow the scenario Mr.

7 Gebhardt expects, some may not. Some may begin as predominantly

8 resellers and migrate to switch-based service. Some may deploy

9 switches in portions of the State and operate as resellers

10 elsewhe~e.

:1 TCG declined to answer Staff's data request asking it to

12 respond to the Commission's question 20(dJ regarding the extent

13 to which it uses its own facilities, unbundled elements, or

14 resold services obtained from Ameritech Illinois, on the basis

15 that the information sought is highly confidential trade secrets.

:6 TCG respo~se to Staff Data Request 5.

17 MFS provided proprietary inforrn3tion regarding the extent:

:8 which it uses only its own facilities, the extent to which i~

purchases unbundled loops from Ameritech Illinois, and the exten:

20 to which it uses resold bundled services obtained from Ameritech

21 Illinois. This information is in Schedule 1.00 to ICC Sta:f Ex.

22 2.01P.

23 CCT responded that it has approximately 100 lines using

24 facilities that it wholly owns; approximately 4,600 lines using

25 Ameritech Illinois unbundled loops with CCT switching; and

26 approximately 100 lines that are resold Ameritech Illinois lines.

13



A~~T has made clea~ ~~s i~te~t provide both :c:a:

2 Services Resale and sN~tch-based services. AT&T Respons.es to

3 Staff :ata Requests / and 9.

5

6

7

8

9

Q. Please respond :0 Mr. Gebhardt's concl~sion that ,- would be

reasonable to establish a rebuttable presumption that MFS, TCG,

and CC7 satisfy a 50% net revenue test. AI Ex. 1.2 at 10.

A. As I have indicated, ~~s and CCT provided data regarding the

extent to which they currently use their own facilities,

10 unbundled loops, and resale. For these two companies, ~r.

11 Gebhardt's net revenue analysis methodology, corr~ined ~'i:h the

12 data regarding the extent to which they use their own facilities,

13 unbundled loops, or resale, indicate that they would satisfy a

14 50% net revenue test. As: stated earlier, however, more direct

15 ~easures of whether a carrier is predominantly facilities-based

16 are preferable.

17 Absent data regarding TeG's operations, I believe it would

18 be unwise to establish a rebuttable presumption for TeG.

19 Further, since TCG scates that it does not serve residential

20 customers, there appears to be no need to establish in tnlS

21 record the extent to which TeG is facilities-based.

22 Q. After reviewing Mr. Gebhardt's net revenue analyses, do you

23 have other suggestions regarding an evaluation of the extent to

24 which a carrier is facilities-based?

14



1 .:.. . ''!es . I sugges:. that the Commission consider a rela:~~e-

2 LRSIC analysis, co~pari~g LRSICs of various network ele~e~:s, :'0

3 deter~ine whether 2 carrier that buys unbundled network ele~ents

4 is predominantly :2cilities based. A direct comparison of costs

5 rather than reve~~es would provide a more reliable estimate of

6 the extent to whic~ a carrier is facilities based. Mr. Jennings

7 addresses the mechanics of a relative-LRSIC analysis in ICC Staff

8 Ex. 4.02. ?or a carrier that provides service using a ~~x of

9 facilities-based service, unbundled loops, and resale, a weighted

10 average can be . . .cc:.a::.r.ea. If a relative-LRSIC analysis i::dicates

11 that a new entra~:. owns facilities that cost over half the total

12 cost of providing exchange service, the Commission can conclude

13 that the entrant is predominantly facilities-based.

14 Q. Has Staff performed a relative-LRSIC-analysis for M?S,

15 and CCT?

:..6 A. We are finalizing such an analysis, and plan to provide

17 results shortly.

18 Section 271(c) (1) '3)

19 Q. Has Ameritech Illinois requested to amend its SGAT sir.ce its

20 supplemental rebu:.tal testimony was filed in this proceedi~g?

21 .r:.. . Yes. On December 24, 1996, Ameritech Illinois filed &

22 Motion in Docket ?5-0491 requesting that an amended SGAT be

23 allowed to go into effect in less than 60 days, subject to

24 further review p'..:rsuant to Section 252 (f) (4) of the 1996 .:'.ct.

15



The Motion states tl-:at p~oposed amendments to :r:e ,.-,,~~---

:::;'J..'-l.

2 conform its terms, condi:~ons and prices to the outcome of tr.e

3 AT&T arbitration decision in Docket 96 AB-003/004.

4 Q. Has Ameritech Illinois reflected this proposed amend~ent in

5 its filings in Docket 96-0404?

6 A. The revisions to Schedule 1 to AI Ex. 2.2 that Ameritech

7 Illinois submitted on Dece~~er 20, 1996 appear to update the SGAT

8

9

information to conform with the proposed amendment.

arpears that Schedule 5 to A: ~x. 2.2 may need some

Howe'.:er, i:

.. , -- . .mOQlr:.cac:.::ns

10 as well.

11 Q. Has Staff analyzed the currently effective SGAT and the

12 proposed revisions?

13 A. Staff has focused on the proposed re~isions rat~er than the

14 currently effective SGAT. We describe some of our initial

15 findings and concerns in our supplemental rebuttal testimony.

16 However, we expect to conduct a more thorough review in Socke:

17 96-0491.

18 I recognize that the proposed SGAT is very similar to the

19 Ameritech-AT&T agreement submitted for approval in Docket 96 &~-

20 001. I also recognize that the standards set forth in Section

21 252 (e) (2) (B) for agreements and Section 252 (f) (2) 'for statements

22 both refer to Section 251, Section 252(d) and the applicable ?CC

23 regulations. However, even if the Commission approves tr:e

24 Ameritech-AT&T agreement and f~rther assuming that the standards
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